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Heres Why 


a Gunnison Home is a good Investment 


Investigate Gunnison Homes 


in your area 


@ New Perimeter Heating with 
Mor-Sun Automatic oil or 
gas furnaces 


@ Beautiful exteriors 

e Less maintenance required 
e Fully insulated 

@ Flush Panel doors 

e Fenestra steel windows 

e Thermo-Pane window walls 
e American Kitchens 


e A. O. Smith glass-lined 
hot water heaters 


And Gunnison Homes are produced 
by a sound, progressive company 
with years of experience in home 
building—the company that pio- 
neered many of the greatest advance- 
ments in home prefabrication, 





THE NEW GUNNISON HOME is America’s finest and most widely-accepted 
pre-fabricated home. 

Here’s why: 

It’s a good-looking, completely modern ranch house. It stands out in 
any neighborhood. And a Gunnison Home is practical and easy to main- 
tain. It’s the kind of home that more and more people are turning to for 
comfortable, economical living. 

Of first importance to you as an investor, however, is the fact that 
Gunnison Homes are solidly built . . . built to last . . . designed and con- 
structed in a way that insures good re-sale value for years to come. Many 
Gunnison Homes have withstood hurricanes, floods and other disasters 
that have severely damaged conventional houses. Modern precision en- 
gineering methods and Gunnison’s realistic applications of strength-giving 
materials are responsible for this durability. 

Yet, with all of these advantages, Gunnison Homes cost less. They give 
the home-buyer more comfort, more livability and more satisfaction per 
dollar invested. That’s possible only because Gunnison (like practically 
all modern manufacturers in other fields) uses waste-reducing, time-sav- 
ing factory methods. 

Gunnison is America’s best answer to the great demand for a modern, 
economical home . . . and it’s the best answer to all of your requirements 
for a sound, practical investment. 


GUNNISON HOMES, INC., NEW ALBANY, INDIANA 











© (iunnison Homes 


“A lot of home—for a little money.”° 


plaryvor UNITED STATES STEEL 
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PRESIDENT’S 
Column 
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ANOTHER GOOD YEAR 


As we approach the close of 
1952 it becomes more and more 
apparent that the apprehensions 
voiced earlier in the year by many 
of those in our industry were 
largely groundless. Despite credit 
restrictions, rising interest rates, 
increased construction costs, limi- 
tations on materials, the unattrac- 
tiveness of FHA and VA loans 
and a general tightening of credit 
conditions, the demand for mort- 
gage money continues unabated 
and a surprisingly large volume of 
funds is still going into mortgages. 

New dwelling starts for the first 
nine months of the year were 
ahead of 1951, although the total 
amount of VA home loans closed 
during this period is off more 
than 25 per cent from the like 
period of 1951. FHA home loans 
for the nine months period are 11 
per cent under the volume of last 
year. 


The total of all FHA and VA home 
loans for the first eight months period 
accounts for only 25 per cent of all 
mortgages of $20,000 or less recorded, 
as compared with 35 per cent for the 
same period of 1951. Only a few 
years ago it would have been con- 
sidered impossible for the nation to 
supply mortgage money with so little 
dependence on government, in any- 
thing like the volume which the year- 
end total will reveal. 


All signs indicate a continued strong 
demand for housing. Taking all fac- 
tors into account, few observers to- 
day will estimate less than 900,000 
new dwelling starts for 1953. Many 
forecast as much as the 1.1 million or 
more to be commenced this year. It 
appears likely that with materiais in 
better supply and increasing relief 
from controls, we will have expanding 
activity in commercial construction. 

While we may not expect any new 
records to be set, it looks like another 
good year for the mortgage business 


and for MBA. 


President, Mortgage Bankers 
Association of America 


“Wortgage Banker 
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>> 4% MONEY: It’s as scarce as 
in fact, more so, as those who 
attended the Chicago Convention 
learned. Will there be a change? 
VA seems to think so and T. B. King, 
in this issue (page 17) says that they'll 
just wait until there is a change. In 
the meantime, every fact one can put 
a finger on indicates the continued 
scarcity of 4 per cent money. The 
recent NAREB mortgage study which 
covered 80 communities comprised of 
28 critical defense areas in 23 states, 
and 52 non-critical areas in 37 states 
and the District of Columbia again 
confirmed the shortage. 


ever 


At the end of August, funds for VA 
mortgages on single-family houses 
were in adequate supply in only 3.9 
per cent of the communities, a marked 
drop from the 11.4 per cent at the 
May. Ready availability of 
money for conventional loans, with 
the interest rates determined by the 
free market, had become more gen- 
eral—with 76.6 per cent of the com- 
munities reporting this status at the 
end of August, compared with 69.6 
per cent at the end of May. 


end of 


Only about four of every 10 com- 
munities at the end of August re- 
ported ready availability of funds for 
FHA Title II mortgages. 

“With the FHA and VA programs 
made more and more inoperative by 
Washington policies on interest rates, 
the force of the market is to bring 
back and expand the use of second 


mortgages in many areas. Two of 
every three August returns indicate 
that second mortgages have reap- 


peared,” said Joseph Lund, NAREB 
president. 

“Findings of the indicate 
that our home financing needs can 
best be served by a flexible and vari- 
rate under the insured 
and guaranteed programs. Market 
conditions show that a single interest 
rate is not necessarily a proper one 
for the entire nation.” 


survey 


able interest 


Inching up of interest rates was 
indicated in the survey by the report- 
ing of 6 per cent interest rates by a 
greater number of communities in 
August than in any previous month, 
Lund said. 


Insurance companies, one of the 
two reported leading sources of mort- 
gage funds, mentioned 5 per cent 
most frequently during August in the 
range of rates for loans they financed. 
Savings and loans associations re- 
ported 6 per cent most often. 


>> FARM LOANS: The farm mort- 
gage field, which for a long period in 
our history was a most attractive in- 
vestment field for the life companies, 
is holding more appeal for them to- 
day. More than $1,000,000,000 of 
mortgage money has been extended 
to American farmers in the past three 
years alone by the life companies, 
resulting in a net rise of more than 
$500,000,000 of such loans, the Insti- 
tute of Life Insurance reports. 

The life companies are currently 
making new farm loans at a rate three 
times that of ten years ago. The net 
increase of investment in farm mort- 
gages by such companies during the 
past three years has been equalled 
only once before, in the early Twen- 
ties. 

This accelerated financing aid was 
extended to farmers at a time when 
funds were especially needed for mod- 
ernization and increased productivity 
to meet post-war needs. Loans have 
been made on a wider basis than in 
previous periods, carrying the financ- 
ing into all parts of the country. 

Much of the recent financing has 
been on a long-term, amortizing ba- 
sis, reflecting a stabilized background 
for the farmer as compared with the 
operations in previous periods of farm 
prosperity. 

Total farm mortgages outstanding 
with the life insurance companies on 
June 30 of this year topped $1,600,- 
000,000. This was more than double 
the amount at the end of World War 
II. These loans cover more than 190,- 
000 farms and average about $8,500. 


2? MORTGAGE EXCHANGE: In 
last month’s issue, the James F. 
Rigsby Company of California an- 
nounced a project whereby they will 
display in their New York office data 
about California loans they are offer- 
ing. This information is shown in a 
room with a board similar to a stock 
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exchange quotation board. It ap- 
pears to be a development of merit 
and in keeping with the changing 
national character of the mortgage 
market. 

Something even newer is reported 
out of Toronto by The Wall Street 
Journal. There, says the paper, a 
Mortgage Exchange has been opened, 
patterned, it would appear, after a 
stock exchange with necessary adap- 
tations for the character of the mort- 
gage as an investment. So far no first 
mortgages are being traded-—just sec- 
ond mortgages. 

“It’s just like bond trading,” said 
the manager of the exchange. So far 
all the business is in second mort- 
gages, each of which is graded as A, 
B, C, or D. Every day a quotation 
list on the four types of securities is 
published in the classified advertising 
section of a local afternoon paper. 

Before a mortgage goes on the 
trading list, the exchange sends an 
appraiser to look over the property 
covered. The appraiser reports on 
construction, size, condition, security 
of the mortgage and a number of 
other factors. On each point he gives 
marks; and if the total marks on the 
appraisal sheet come to 100 or better 
the mortgage is Class A. Top possible 
score is 148. The other three grades 
run down from 100 to 55. 

“Heaviest trading is in the Class D 
stuff,” the exchange said. “A lot of 
fellows like them, because of the big 
return and in spite of the risk.” 

On a recent day, the quotation 
sheet showed that D loans were being 
bid for at 50 cents on the dollar and 
being offered at 55 cents on the dol- 
lar. That means, according to the 
exchange, that the buyer will get his 
interest, say 2 per cent plus some 
principal, over the three or four years 
of the life of the mortgage, and then 
he’ll collect the remainder of the prin- 
cipal. Thus, on an investment of $500 
to $550, for a three-year paper, he 
collects three years’ interest on $1,000 
and then collects the $1,000—or up to 
$1,180. 

For a lower risk and a higher price 
the mortgage exchange deals in the 
other three grades of second mort- 
gages, and hopes later to trade first 
mortgage paper. 

The exchange charges a 1 per cent 
commission both ways; both the buyer 
and the seller pay | per cent. 
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WELCOME TO 


-PEASEVILLE, U.S. A, == 


fe) 


A Thriving Community d ys 


ae 


of Satisfied 
Home Owners 

| 

» PEASE-FABRICATED HOMES are scattered all over the United 
States—but if they were all brought together into one Pease- 
home community, you'd discover an important fact: Peaseville 
U.S.A. would be a community of completely satisfied home 
owners, proud of their PEASE-FABRICATED HOMES! Because 
PEASE-FABRICATED HOMES aren't just “‘buile to sell’’— 
they're built to stay sold! 
This means a lot to you as a mortgage investor—for it means a 
safe, low-risk investment! And PEASE-FABRICATED HOMES 
do a better job of protecting your mortgage, too—because they 
give you more for your moncy, and because their market value 
stays higher year after year, they provide better security. Modern, 
scientific prefabrication makes faster, more efficient construction 
possible—keeps building costs down—assures you full home value 
for your mortgage dollar. 
From any standpoint, an investment in Peaseville U.S.A. is a 
sound investment. Inquire today for full particulars. 


VA and FHA accepted for maximum term mortgages. 


For full information, write 


PEASE-FABRICATED HOMES 
PEASE WOODWORK COMPANY 


CINCINNATI 23, OHIO 


“In Business in Cincinnati Since 1893” 
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Predicts An Increase for 
Both FHA and VA Rates 


To do a little “thinking out loud” 
for the benefit of the others, Detroit 
mortgage bankers and appraisers got 
together when the Michigan Chapter, 
Society of Residential Appraisers, in- 
vited the Detroit MBA to attend its 
monthly dinner meeting. Arthur F. 
Bassett, vice president of the Detroit 
Trust Co. and president of Detroit 
MBA, and Gare B. Reid, of Surety 
Savings & Loan Association, president 
of SRA, presided in turn. 

Interested variously in learning the 
prospects for continued or increased 
mortgage lending and any appraisal 
angles not indicated on the sheet in 
which mortgage bankers might be in- 
terested, the appraisers got a little of 
each from Robert H. Pease, president 
of the Detroit Mortgage and Realty 
Company, and Joel K. Riley, vice 
president of Manufacturers National 
Bank and past president of Detroit 
MBA. 

Both FHA and VA 
raised whichever party wins the elec- 
tion, Pease the 
Eisenhower sweep. He declared that 
he was making a guess, the basis fo 
which was the widespread opinion of 
everyone sitting in on mortgages in 
Washington except FHA and VA that 
the rates should be raised. 

He thought the mortgage banke1 
had done a “bad joh in his disposal 
of funds in the last year and a half.” 
“Customers could not tell,” he argued, 
“whether they could build ten, twenty 
or a hundred houses. We should tell 
our principals that if they have money 
to lend they should allocate it for a 


rates will be 


said in advance of 


>> CORRECTION: In the MBA 
1952 Directory of Members a star, in- 
dicating FHA Approved Mortgagee, 
was omitted from the listing of the 
Goodyear Mortgage Corporation. The 
correct listing is reproduced here and 
can be clipped and pasted over the in- 
correct listing appearing on page 108. 
*GOODYEAR MORTGAGE 
CORPORATION 
Sorporation—Organized 1947 
216 West Second Street 
Telephone: 5-8484 


Officers in Charge of Mortgage Loan Opera- 
tions: Geo. S. Goodyear, President; Otto 
Del Vecchio,- Executive Vice President 
George L. Dunaway, Vice President; Lewis 
H. Parham, Treasurer and Assistant Secre- 
tary; Mrs. Jean L. Mann, Secretary 

Other Departmental Activities: Property man- 
agement, building, development, insurance 


Zone 2 


year and not get in and out of the 
market.” 

He suggested that mortgage bankers 
give builders a little more help than 
they are giving them, for example, 
helping them accumulate capital for 
the development of land—a project 
which because of cost is almost pro- 
hibitive today for large-scale building 
operations. They could also counsel 
with builders in the matter of location 
and price, i.e., whether perhaps homes 
in the $11,500 to $15,000 range would 
have a better market than those sell- 
ing from $28.000 to $30,000. 

“We have been lazy and have not 


done much economic guessing re- 


cently, but we will have to do some 
concluded. “Six months to 


a year ahead is about as lone as we 


now,” he 
can well estimate.” 

Riley told the appraisers they could 
help lessen the severity of a slide from 
what everyone agrees is the longest 
boom in history. He suggested they 
watch especially: 
>> Sales on land contract, where used 
as comparatives. “Such sales are often 
made from 10 per cent to 30 per cent 
higher than they otherwise would be- 
cause a discount is anticipated in the 
sale of the contract. 
>> Property in the transition stage. 
“For example, racial changes, where 
at first there is a drop in values, then 
a move to higher prices which would 
be too high for an all-white section.” 
>> City trends. 
as fast as neighborhoods. 


“Houses don’t wear 


out Is the 


Boland Wilson Elected 
Seattle MBA President 


Boland Wilson was elected presi- 
dent of the Seattle MBA at their first 
meeting of the new Association year. 
Fred Robinson was elected vice presi- 
dent and Harry L. Shaw was elected 
secretary treasurer. Trustees named 
include Sheffield Phelps, Bruce Har- 
ris, William Branigan and Ross Wil- 
liams. Nearly 125 were on hand for 
the first meeting of the year which 
was followed by a dinner given by 
Puget Sound Title Insurance Co. 


business section in an area (a) too 
cheap for the purchasing power in 
that section (b) large enough to care 
for the section (c) have ample park- 
ing—if not it will deteriorate more 
rapidly.” 

>> New developments in the building 
industry. “If you can tell us a house 
has functional obsolescence because 
there is a new material that could 
have been used, you can help us 
greatly.” 

>> New housing “Many 


builders don’t know their own costs.” 


costs. 


Riley struck a harmonious note for 
his audience when he said that a good 
appraiser is one of the most under- 
paid men in the economy. 

Warren J. Beauchamp and J. War- 
ner Wolfston, appraisers, delivered 
talks on behalf of their group. 

—Haroip HAtietr 
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Tie Officers and Staff in the 
Chicago and Washington Offices of MBA 
Wish the Members a 


Merry oo 


and a 


Happy Mew 


ear 
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This is the “big board’’* in our New York offices. It is designed 
to make the purchase of California mortgage-bonds by eastern 
investors as simple as a stock market transaction. 


At a glance, you get a comprehensive breakdown on the GI guaranteed 
and FHA insured loanst which have been selected carefully for their 
higher-yield potential by our affiliated California companies. 


For the season’s best investment and a wealthy New Year, 
see The James F. Rigsby Company’s “big board.” 


* Figures listed are typical, not actual. { Photos, statistics and descriptions also on display. 


THE JAMES F. RIGSBY CoO. 


OF NEW YORK, INC. * CHRYSLER BUILDING « NEW YORK CITY 
Real Estate Investment Specialists 


THE JAMES F. RIGSBY CoO. THE JAMES F. RIGSBY CoO. 
OF SAN FRANCISCO 


OF LOS ANGELES 
112 MARKET STREET «¢ SAN FRANCISCO 


STOCK EXCHANGE BUILDING « LOS ANGELES 
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Appearances are 
sometimes deceiving 
































To determine the protection provided by any insurance 


contract good businessmen look beyond the policy to 
the strength and character of the company that issues it. 

It follows that Lawyers Title policies are used by 
more financial institutions over a wider area than are 


those of any other title insurance company. 


ee (Comparison is invited. Upon request a financial 
la awyers | itle statement will be gladly furnished.) 
I II ns sss is, ta a a ra 
Operatang sn New York Slate as 
(Uorganea) Lamyers Tulle Insurance Corporatecn 
BRANCH OFFICES at AKRON * ATLANTA * AUGUSTA + BIRMINGHAM 
Home Office a CAMDEN «+ CINCINNATI « CLEVELAND «+ COLUMBUS «+ DALLAS 
Richmond . Virginia DAYTON * DETROIT + MIAMI * NEWARK * NEW ORLEANS 


NEW YORK + ODESSA «+ PITTSBURGH + RICHMOND 
SPRINGFIELD (ILL.) » WASHINGTON * WILMINGTON * WINSTON- 
SALEM AND WINTER HAVEN. REPRESENTED BY LOCAL TITLE 
COMPANIES IN MORE THAN 165 OTHER CITIES. 
*(These men are actually the same size.) 
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THE ELECTION 
What It Means for Mortgages 


FTER that pleasant glow of satis- 
faction, which always seems to 
settle over the American people after 
they have gone to the polls to register 
a decisive decision, has fully worn off, 
the time comes for a calm, analytical 
appraisal of just what happened and 
why and what does it all mean. Men 
and women begin to wonder what it 
means to them personally, business 
men speculate on its significance. In- 
dustries like the mortgage industry 
add up the knowns and the unknowns 
and try to formulate a pattern for the 
future. 

That’s what a lot of Americans have 
been doing these past few weeks. 

The decision of November 4 was 
a rather important turning point in 
our national life; and for few if any 
industries does it have a greater sig- 
nificance than for the mortgage in- 
dustry. Not all of us will immediately 
recall that quite a good deal of what 
constitutes the industry today has been 
born in the era that now seems to be 
passing. The last two decades wit- 
nessed the birth of FHA, the vast 
growth of public housing, the crea- 
tion of giant reservoirs of mortgage 
credit such as the RFC Mortgage 
Company and the Federal National 
Mortgage Association, the growth of 
towering agencies such as HHFA and 
the birth of the VA loan. All of these 
have vitally affected mortgage lenders 
and investors who, two decades ago, 
were concerned only with conventional 
loans. (Significantly, as these two 
decades draw to a close, the conven- 
tional loan is again holding top in- 
terest in the industry. ) 

There is of course no precise an- 
swer as to what the national election 
with its change of administration, phi- 
losophy and personnel will mean to 
the mortgage industry. It is too early 
to look for definite conclusions but 
some of the things which are known 
throw a little light on what may lie 
ahead. 


In the September issue of THE 
MortcaTE BANKER we reported that, 
as far as housing and our own in- 
dustry were concerned, there was little 
in the two parties’ platforms to indi- 
cate how either candidate felt about 
the problems which most directly af- 
fected us. 

The Republican platform said that 
“we will oppose federal rent control 
except in those areas where the ex- 
pansion of defense production has 
been accompanied by critical housing 
shortages. With local cooperation we 
shall aid slum clearance.” 

That was more than four months 
ago. The campaign has come and 
gone and not once, as far as we know, 
was our industry mentioned in the 
millions of campaign words. Looking 
at our own interests in a broader way 
to include the entire field of housing, 
slum clearance and urban redevelop- 
ment, both candidates did comment 
briefly in general terms on the job of 
“getting better housing for the Ameri- 
can people”—but left it right there. 
So, specific clues as to what is ahead 
won’t be found in the record of the 
past few months. 

But looking at a still broader pic- 
ture—the entire picture of American 
business—there is a great deal to see 
and evaluate. For one thing, business 
is now going to operate in a climate 
more favorable to it. The constant 
expansion of government is likely to 
be slowed down considerably. The 
vast problem of inflation is going to 
engage some of the best minds in 
the country. Tax reduction will get 
serious consideration. Governmental 
spending will get very special attention. 
President-elect Eisenhower pledged to 
chop it more than 10 per cent and 
some of those in his party have said 
it can be cut even more. Direct con- 
trols on wages and prices are likely 
to be out the window soon after in- 
auguration and the same is true for 
consumer credit curbs. 


Wortgage Banker 


But many other activities which 
have become important parts of the 
American system seem certain to re- 
main—such things as social security, 
props under farm prices and federal 
aid to states for more schools, etc. 
Thus, while it may look as though a 
revolution is a-borning in the capital, 
actually a good deal of what has been 
created in these past two decades will 
remain. Changed, revamped and im- 
proved, perhaps, but not swept away. 

For us, an interesting speculation is 
what about housing? What about the 
government’s future role in housing, 
housing credit, where it begins, where 
it ends. President-elect Eisenhower has 
a clear field here because he hasn’t 
committed himself on these things— 
indeed with all the other problems 
before him, this one remained pretty 
far down in the pile. 

No one is discussing anything spe- 
cific at the moment but in due time 
these things will be up for review. 
Of considerable interest is the ques- 
tion of how the new administration is 
going to look upon such things as the 
Federal National Mortgage Associa- 
tion. As for public housing, the new 
administration will be far more con- 
servative than the one which it re- 
places. There is likely to be a differ- 
ent set of ideas prevailing as to how 
far the government will go in subsidies 
of this sort. But it will not be over- 
looked that a powerful voice in Wash- 
ington after January 20 will be that 
of Senator Taft whose views on pub- 
lic housing have not been too far 
removed from those which are now 
passing from the national scene. 

So, a new era is opening in the 
capital; and what is equally as im- 
portant as the ideas are the men who 
will furnish them. If the past is any 
criterion for the future, we can expect 
some major replacements among the 
men heading those agencies which 


(Continued on page 19) 
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THE AMERICAN DOLLAR 
Is Still “Sound as a Dollar” 


Start prying into the inner thoughts of Mr. Average American and it’s a pretty safe 
bet that you'll find him thinking something like “Well, ’'m a little uncertain about 
the future, I just don’t know what’s going to happen.”’ In the midst of the greatest 
period of prosperity the nation ever knew, the sum total of the uneasiness that is 
around is a little staggering. Up on the highest level, among the people who ought 
to know if anyone does, you are almost certain to encounter such calm deliberate 
observations as “I’m more worried about the dollar than anything else.”...... ; 
What about the dollar? What about this one thing above all others in the world 
which most Americans have considered a bulwark of strength? During the election 
we heard a great deal about this 1952 dollar. If it’s headed for a collapse, maybe 
people ought not be piling up savings as they are today and ought to rush for tan- 
gibles. Then what about the American dollar? Is it still “sound as a dollar?” 

That’s what Mr. Rodgers talks about here and his conclusions are these: first, that 
the gold position, the money management position and the political position of the 
dollar are stronger today than they were in 1940 and that the economic position of 
the dollar is far stronger. The dollar in trouble? Not by a long shot. It’s a great bar- 
gain and will become a greater one. So, if you’re one of those who is worrying about 
our dollar, maybe you can stop—at least until you’ve read what Rodgers has to say 
about it. Mr. Rodgers is professor of banking at the graduate school of business 
administration at New York University and a frequent speaker at MBA meetings. 
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By RAYMOND RODGERS 


OR better or worse, America has ponents of the ever-shrinking dollar ing public debt of more than a quar- 


turned from the rigidities of the seem to forget that ever-lower prices ter of a trillion dollars, commitments 
100 per cent gold standard to the through increased productivity of unprecedented in scope have been 
flexibility of a managed money. This both capital and labor have solved made by our government in several 
change is an im-_ this problem in the past so well that directions. For example, commit- 

portant part of today we enjoy the highest standard ments which cost around $6 billion a 

our effort to se- of living in the world! year have been made to 15 million 

cure maximum Although any fair-minded person war veterans — and, the amount of 





employment and 
greater stability in 
the economy. 
The view is now 
beginning to de- 
velop that to ac- 





complish _ these, 


Raymond Rodgers 


money manage- 
ment will have to be a one-way affair. 
Che claim is advanced that the Amer- 
ican economy is so productive, it will 
be necessary for industry to reduce 
prices to ruinously unprofitable levels 
to sell output, or reduce output to 
either of which, of 


course, will cause unemployment. It 


maintain prices 


is asserted that high level employment 
and economic stability are incompat- 
ible—that one must be sacrificed. Pro- 


must admit that some adjustments 
will be necessary in the future, it is 
certainly unfair to force the holders 
of dollars to make all of the sacrifice 
through an ever-shrinking dollar. Not 
only would this be unfair, it is 


necessary. 


un- 


Certainly, the behavior of the dol- 
lar since the early thirties has given 
ample cause for concern. In 17 of 
the past 19 years the dollar has lost 
value. This long decline has caused 
many to feel that the reversal of trend 
of April 1951 is but a slight hesitation 
on the downward path. They fear 
that the road traveled by the govern- 
ment has taken us to a point of no 
return. 

As they point out, on top of a grow- 
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money and the number of veterans 
are steadily increasing. Commitments 
which total more than $200 billion 
have been made to 62 million of our 
people under Social Security, and 
benefits are already being paid to 4.4 
million of them. Commitments under 
the Employment act of 1946 contem- 
plate large scale government support 
of the economy in the event recession 
threatens. And, finally, commitments 
direct and implied, voluntary and in- 
voluntary, to the rest of the world for 
mutual aid and mutual security will 
be a real burden in the years ahead. 

Certainly, there is little in the 
Washington record to give aid and 
comfort when weighing the future of 
our dollar. For explanation of “what 


makes the dollar tick” we must look 
elsewhere, as the strength of our dol- 
lar is largely in spite of, rather than 
because of, Washington. There is so 
much argument and confusion on this 
point that it will»be worth while to 
analyze the non-governmental forces 
—the economic and social pressures— 


which determine the value of our 
monetary unit. 

The idea that the dollar was stable 
in the good old days when we were 
on the gold standard should be given 
short shrift. The boom of the 1920s 
and the depression of the 1930s, both 


of which were record breakers, were 


not prevented by a 100 per cent gold 
standard. Gold or not, our dollar has 
always had its ups and downs. So, 
there is no historical justification for 
the view that its decline in value since 
the thirties is a one-way phenomenon. 

Some of the mistaken impressions 
about our present dollar ought to be 





Not Quite the Same Dollar as It Used to Be But 
Still the World’s Most Powerful Monetary Unit 


Reflections on “50 Years of the Dollar” by 


Fifty years ago the pur- 
chasing power of the dollar 
was 150c the wholesale 
markets of the country. In 
those 50 years the dollar has 
been worth more than 100c 
in trading power for 26 years, 
and for 24 years of that time 
it has been less than 100c. 
For the last 10 years, it has 
gone down from the trading 
power of 90c to somewhere 
around 52c. 


in 


7 


It seems that people will 


HAROLD STONIER 


group of people who might 
be in power at any given 
time due to the majority 
votes of American people, we 
must also that 
have committed ourselves to 
very expensive activities. 


realize we 


First, is our resolve for full 
employment. Following the 
bread lines of the depression 
of the early 1930s, by action 
of the Congress the American 
people were committed to a 
program of full employment. 
During all the 1930s, we cre- 


where bread lines are formed 
and relief rolls are increased. ; 
When the purchasing power 
of the dollar is gradually de- 
teriorating, it is generally ac- 


companied by a period of 
high taxes which cause busi- ‘ 
ness enterprises to lose incen- Ps 
tive to produce goods and to 
expand the machinery of : 
business. The “best dollar,” , 


historically speaking, has been 
the dollar which has the pur- 
chasing power of between 80c 
and 110c. Such a dollar in- 
dicates flexibility in the econ- 








not be bothered much about ated dollars in order to stim- on $ 
inflation until it takes five ulate employment. In spite Omy, progress, and a armel $ 
dollars to buy a pound of of the fact that we created mum of waste. Such periods ; 
butter or a quart of milk or all this money and in so do- are generally accompanied by 
50 dollars for a pair of new ing depreciated the value of lair wages and a substantial 
shoes for their kids. That has our dollar, we were not suc- _—rate of savings which can be 3 
been the experience of the or- cessful in restoring full em- invested in new plants and 3 
dinary people of European ployment, for that did not equipment; for to keep the 2 
countries. They continued to come until World War II en- purchasing power of the dol- 2 
adjust themselves to inflation- gulfed us. Nevertheless, we lar at nearly the right level, ; 
ary processes until the time set up a tremendous machin- you have got to have con- ‘ 
suddenly arrived when the ery for full employment and tinually a flow of goods into , 
purchasing power of their for social security after em- the market, which can come $ 
monetary unit was gone. ployment. That is still the only through constructive in- 
* policy of the nation. It is an vestment in new plants and ; 
expensive idea and an expen- machines as the end result of 

It would be easy in this Fall sive piece of machinery to savings. 
of 1952 to lay the blame for carry out the idea. But I se- There can be no ready so- , 
this depreciation in the pur- riously doubt if any political lution to these problems... . 2 
chasing power of the dollar to party could be elected if it but the dollar still remains 
the Federal Government. It is denied the fundamental im- the most powerful monetary 2 
true that nearly all kinds of plications of the policy of unit in the world in spite of 3 
governments in America are full employment to which we the Canadian dollar or the Pd 
wasteful and expensive. We as a nation are now com- Swiss franc. . 
are elaborate at the point of mitted. Mr. Stonier is executive : 
governmentai services com- * vice president of ABA and $ 
pared to what is done in these are extracts from an 2 
other countries. When the dollar has a very address he gave at the con- $ 
But in all fairness, instead high purchasing power, we vention of the Savings Banks $ 
of picking on any party or generally are in the condition Association of Connecticut. 
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cleared up. Now that we are no longer 
on a 100 per cent gold standard, it is 
particularly important that this be 
done with respect to the gold under- 
At the risk of 
being considered advocatus diaboli in 


pinning of our dollar. 


some circles, I submit these facts on 
the absolute and comparative gold 
quality of our dollar today: 

>> We have 34 
gold today than we had in 1929 when 


we were on the 100 per cent gold 


times more actual 


standard. 

>> We have 15 
as England, the country nearest to us 
among all the Western nations. 

>> We have nearly 100 per cent of 
each dollar of 
circulation (gold $23.5 billion; 
rency outside banks $26 billion 
>> We have 
rency and total bank deposits 


times as much gold 


gold for currency in 


cur- 


a ratio of gold to cur- 
de- 
and of 12 per cent, as 


mand time 


compared with only 7 per cent in 
1929. 

>? We have 
cate reserves to the deposit and note 
liabilities of Reserve 
Banks of 47.2 which is 
nearly 100 per cent greater than the 


a ratio of gold certifi- 


our Federal 
per cent, 


legally-required reserves of 25 per 


cent 
>? We have $11.6 billion of “free” 
gold, that is, gold which could be 


reserve 
balances of This 
means that the Federal Reserve banks, 
if necessary, could, under the present 


used to support additional 


the member banks. 


law, discount eligible paper, or pur- 


chase government securities and ex- 


ATT Cy 


LAND TITLE’ 


SERVICE 
COVERS 


Weliite 


pand reserve balances of member 
banks $46.4 billion more than the 
present $22.8 billion. On the basis of 
this primary credit expansion, the 
commercial banks could then expand 
loans or invest some $232 billion 
more! So, we aren’t down to our last 
legal dollar, by any means! 

It is in part this extremely strong 
gold position that causes many peo- 
ple to urge a return to the traditional 
gold standard. They fear the vast 
credit expansion potentialities of this 
great holding of “free” gold, and are 
not willing to rely on monetary man- 
agement to keep it in control. Cer- 
tainly, it places a great responsibility 
on money management which, of 
course, includes the banks as well as 
the monetary authorities. 

With grave 
mind, well has 
out in the past? In view of the great 
amount of talk about inflation of the 
money supply, it will probably come 
as a surprise to many to hear that: 
>> Total demand deposits and cur- 
rency outside banks nowadays is about 
the same in relation to physical pro- 
duction and prices as in the middle 
and later 1930’s; and 
2»? That the total money supply, in- 
cluding time deposits, is actuaily 
smaller in relation to production and 
prices than during the earlier period! 


responsibility in 
it been carried 


this 


how 


Just calling attention to this, how- 
ever, without pointing to the great 
increase in the turnover, or velocity, 
of the money supply would be mis- 
leading; but, it also must be kept in 
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mind that the monetary authorities 
have very little control over this ve- 
locity factor. 


Any sound estimate of the future 
of our dollar must be based on con- 
sideration of those factors which give 
it value. History has shown that there 
are many factors in addition to gold 
which affect the value of our dollar, 
or perhaps it would be better to say, 
which affect both the value of gold 
and the value of our dollar. Many 
competent foreign students of money 
go so far as to maintain that the value 
of our dollar determines the value of 
gold, rather than the other way 
around, as is generally supposed. The 
forces which determine the value of 
our money can be analyzed and es- 
timates made of their probable fu- 
ture development. As this is done, it 
quickly becomes apparent that, con- 
trary to the wheel “way up in the 
middle of the air” in the old folk 
song, the dollar does not “run by faith 
alone!” 


First, and most importantly in these 
days of uncertainty, the value of the 
dollar depends on political forces. On 
the international side, as our military 
strength grows, the prospect for 
greater world stability, even if only 
an armed truce, grows. On the na- 
tional side, governmental interference 
in economic affairs, particularly the 
steel wage settlement, notwithstand- 
ing, the outlook is considerably en- 
couraging so far as the future of our 
dollar is concerned. Eisenhower ap- 


pears to be a “middle-of-the-road” 


ae 
LAMDOTITLE 
CUARANTEE 


candidate — and, in any event, he 
could not fail to be an improvement 
over the present state of affairs! 

The value of the dollar also de- 
pends, and basically, on economic 
forces. It is here that we can get our 
greatest encouragement as to its fu- 
ture value. 

The first and overshadowing eco- 
nomic force in America is that of pro- 
duction. It has far more than kept 
pace with the increase in population. 
Between 1940 and 1952, population 
increased 18 per cent, but hard goods 
output in physical terms increased 104 
per cent, and the number of manu- 
facturers in the field increased 82 per 
cent. During the same period, soft 
goods physical volume increased 64 
per cent, although the number of 
manufacturers increased only 7 per 
cent, and wholesale trade volume in- 
creased 80 per cent, with an increase 
in firms of 42 per cent. 

There is one aspect of this increase 
in production which is of great sig- 
nificance for the future—namely, the 
growing substitution of machinery for 
labor. For example, production of 
rayon, nylon, orlon and similar syn- 


thetic textile fibers is more than 250 
per cent greater than in 1939, but 
employment in the industry has risen 
only 23 per cent. The social and eco- 
nomic implications of this broad 
movement can hardly be over-empha- 
sized. 

Enlightened capitalism, such as we 
have in America, is an efficient pro- 
ducer. You could hardly find better 
proof of this than what happened in 
England under the Labor govern- 
ment. Featherbedding by labor, lack 
of competitive spirit by business and 
lack of incentive for capital, because 
of extremely high taxes, have been 
largely responsible for bringing once 
mighty Britain to the point where she 
must export eleven out of each twelve 
automobiles produced, and yet the 
ration of meat is less than 16c worth 
a week! 

Governmental fiscal policy is an- 
other economic force which strongly 
affects the value of the monetary unit. 
While old-fashioned economy in gov- 
ernment is probably too much to ex- 
pect, it is hard to see how conditions 
could fail to improve in the future. 
So, even here, the outlook takes 


on quite an optimistic tone. 

The value of the dollar also de- 
pends on the arbitrary forces of 
money management and debt man- 
agement. In this field, the outlook 
has steadily improved since the so- 
called ‘“‘accord” between the Federal 
Reserve Authorities and the Treasury 
in March, 1951. And, while the Fed- 
eral Reserve Authorities will never be 
free of the shadow of our huge debt, 
their situation vis-a-vis the Treasury 
was improved by the way the finan- 
cial world rallied to their support 
during the Patman investigation. 

The real test of our monetary unit 
is, of course, the demand for it. On 
this, there can be no question. 

The so-called “dollar shortage” 
prevalent throughout the world indi- 
cates the heavy international demand 
for it. The large excess of exports 
over imports is another indication of 
the demand for our dollar. 

As for domestic demand for the 
dollar, the wholesale price index has 
declined very slowly, but almost con- 
tinuously, since March 1951. In ad- 
dition, the price index of the 28 com- 

(Continued page 16, column 1) 





When American 


Title and Insurance 
Company wrote its first insurance policy 
in 1936, its combined assets were little 
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Scope 


of American 
steadily increased, too. This company is 
now licensed to write title insurance in: 


Title service has 
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A 1953 Downturn in Business 
Means Lower Interest Rates 


USINESS high 
level and in all probability will 
this 
crease, during the next few 


activity is at a 


continue at level, or even in- 
months. 
So long as business 
activity remains at 
the 
the demand for 


credit and capital 


present level 


will continue high. 

There is even a 
question as to 
whether the prime 





commercial rate 


remain at 3 


Dr. Marcus Nadler 


will 
per cent or will be increased to 3% 


per cent. There are factors which 
favor an increase and others which 
favor leaving the rate unchanged. 


Should the prime rate be increased 
from 3 per cent to 3% per cent, the 
rise is certain to have an impact on 
obligations as 


rates of government 


well as high-grade bonds and other 


investments. 


Seasonal factors play an important 
role. This is the time of the year when 
crops are moved and inventories ac- 
cumulated. This leads to an increase 


in the volume of commercial loans. 
The seasonal increase in the volume 
of loans has not been as great as orig- 
inally expected. 

the minds of 
most people interested in the move- 
ment of interest rates is: what is the 
First, it is doubtful 


that the election result will have any 


Prime question in 


outlook now? 


material effect on debt management 
or the market. At least in 
the immediate future, no important 


money 


changes in debt management will be 
made by the new Administration. 
Money rates in the next few months 
influenced primarily by the 
level of business activity. From pres- 


will be 


ent indications it would appear that 
sometime during the coming year 


You may look long and hard at the election re- 
sults and still not find the clue to the trend in 
interest rates, in Dr. Nadler’s opinion. What to 
expect in the money market depends on a con- 
tinuation of our present high level of business 
activity which, he adds, is likely to turn down 
next year. Not in a big way, but something like 
1949, And when it does, he reasons, look for a 
lowering of interest rates. For the moment how- 


ever, no change, is the Nadler conclusion. 


Dr. 


Nadler is of course the widely known economist 


and professor of finance at NYU. 
often at MBA meetings. 


He speaks 


By DR. MARCUS NADLER 


business activity will turn downward. 
When the downturn will come it is 
impossible to say. It may be early in 
the not come until 
towards the end. 


year or it may 
Principal factors which will bring 
about a moderate decline in business 
activity are: 
>> Military expenditures will level 
off after the middle of the year. This 
assumes no unforeseen event nor any 
worsening in the international politi- 
cal situation. While military expendi- 
tures for the next fiscal year, 1953- 
54, will remain at a high level, under 
present plans they should not increase. 
>> Capital expenditures by business, 
which are at a very high level, are 
likely to decrease sometime next year. 
This is because capital outlays during 
the last few years have been extremely 
large, and many expansion programs 
have already been completed. 
>> Family formation during the next 
few years will be smaller than during 
the last few years. This trend will 
have a bearing on the demand for 
new homes. A decline in home con- 
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struction may be expected, and this 
will lead to a decline in the supply 
of mortgages. 

>> Because of the sharp increase in 
the productive capacity of the coun- 
try, the seller’s market is bound to 
come to an end. The buyer’s market 
will reassert itself. Competiton will 
be keen, perhaps keener than ever 
before. 

>> Exports from the United States 
are already decreasing, and unless aid 
te foreign countries is increased, ex- 
ports during the coming year should 
be smaller than during the past year. 
Since the productive capacity of the 
European countries has increased, one 
may expect increased competition in 
the world’s markets. 

All these factors combined lead to 
the conclusion that sometime next 
year a decline in business activity, 
similar in character to that which 
occurred in 1949, may take place. 
Should this happen, it is bound to 
have an important bearing on money 
rates: 
2»> The demand for credit and capi- 


tal should be somewhat smaller. 


>> It is certain that the moment 
business activity turns downward and 
unemployment increases, the policy of 
the Reserve authorities will undergo 
a change. It will again be the policy 
of the monetary authorities to lower 
money rates to stimulate a revival of 
business activity. Whether the Re- 
serve authorities will endeavor to in- 
fluence the market through open mar- 
ket operations or through lowering 
the reserve requirements is, of course, 
impossible to say. 

Should the authorities choose open 
market operations, this will not only 
create additional reserves but also will 
have a direct bearing on prices of 
government obligations and hence on 
prices of all other high-grade bonds. 


It should be borne in mind that the 
monetary authorities are much more 
sensitive to a decline in business ac- 
tivity than to an increase, and that 
every effort will be made to prevent 
moderate decline in business activity 
from degenerating into a sharp de- 
cline. 


What the position of the Treasury 
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will be next year is as yet impossible 
to know. It is fairly certain that in 
November the Treasury will offer an 
additional $21% billion of tax antici- 
pation bills. In the second half of the 
present fiscal. year, that is, from Jan. 
1 to June 30, 1953, the Treasury 
should operate with a surplus. 


the 


new 


Under these circumstances, 
Treasury may not need any 
money until the middle of next year. 
How large the needs of the Treasury 
will be during 1953-54 will become 
clear in January, when the new bud- 
get will be presented to the Congress. 
Should the Treasury be operating 
with a larger deficit than is antici- 
pated at present, one may expect, as 
in the past, that the Reserve authori- 
ties will endeavor to assist the Treas- 
ury in obtaining the new money. 


This will also tend to ease money 
rates at least during the borrowing 
period. 

While a decline in money rates 
sometime next year is indicated, the 
movement of the various segments of 
the bond market will not be uniform. 
If the deficit of the government is 


much smaller than is at present an- 
ticipated, then the spread between 
governments and corporates will 
widen. Similarly, if the supply of tax- 
exempt obligations should increase 
rapidly, it is also quite possible that 
the spread between tax exempts and 
high-grade corporate bonds will also 
widen. No important changes in com- 
modity prices are to be expected dur- 
ing the next few months. 
In summary, then: 

>> In the immediate future, money 
rates will remain at approximately 
their present level. The only change 
that might occur would be caused by 
an increase in the prime commercial 
rate. Should this take place, then all 
money rates will witness a moderate 
increase. 


>»? So long as business activity re- 
mains at the present level, no impor- 
tant downward change in money rates 
can be expected. 

»> The moment business activity be- 
gins to turn downward—and a de- 
cline sometime in 1953 is indicated— 
a lowering of money rates may be ex- 

(Continued page 16, column 3) 
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AMERICAN DOLLAR 
(Continued from page 11) 


modities traded in primary markets 
throughout the world, such as tin, 
rubber, etc., has declined around 100 
index points. 

This is said because present prices 
are, in general, high. But what is 
more important, the consumer thinks 
they are high and, therefore, is hold- 
ing on to his dollars. As long as he 
prefers dollars to goods and continues 
to save at present rates, a sharply 
rising price level is impossible. 

In addition, the tax pressure on the 
consumer is getting more serious. Fed- 
eral, state and local taxes, direct and 
indirect, now take some 30 per cent 
of the national income. As the Tax 
Foundation pointed out the other day, 
the consumer has to shoulder 150 
taxes each time a woman’s hat is 
bought, and there are 116 taxes 
wrapped up with each suit of clothes. 
These obviously reduce the demand 
for goods and, thereby, make the dol- 
lar more valuable. 

There is another consumer burden 
which is heavy by any historical meas- 
ure, that is, the outstanding mortgage 
debt of $57 billion on one to four 
family houses. Interest and amortiza- 
tion on this great total reduce the 
demand for goods on the part of 
home purchasers who would other- 
wise probably spend a large part of 
the money for day-to-day purchases. 

I’m convinced that the outlook for 
our dollar is considerably brighter 
than it has been since 1940 because: 


>»? The gold position of the dollar is 
stronger. 


>> The money management position 
of the dollar is stronger. 


>»? The political position of the dol- 


lar is stronger. 


>> The economic position of the dol- 
lar is far stronger. 

The economic position of the dollar 
is stronger because the consumer feels 
that prices are high and has decided 
to save instead of buy. It is also much 
stronger because of the great increases 
in production facilities in most lines 
of industry. In fact, productive ca- 
pacity has increased so much that it 
is high time for industry to make 
plans to meet the readjustment which 


the future is certain to bring, sooner 
or later. 

Other than Russia, the greatest 
threat to our dollar arises from those 
who say that we can’t save it, and 
from those who say we shouldn’t save 
it. I won’t accept the view that it 
can’t be saved as that is a “counsel 
of despair” which has no place in a 
dynamic and growing economy such 
as we have in America. I refuse to 
accept the view that it should not be 
saved, as I consider deliberate reduc- 
tion in value immoral and unworthy 
of the great tradition of honor and 
justice for which millions of Ameri- 
cans have fought and died. 

Lenders and bankers, above all, 
must oppose the seductive philosophy 
that monetary debasement is an easy 
way of solving the age-old problems 
of unemployment, business stability 
and heavy debt. Unfortunately, there 
is no “easy way,” as all history so elo- 
quently testifies. So, let us face the 
task ahead with resolution and de- 
termination rather than succumb to 
the fatal allure of perpetual inflation. 
If we follow the path of the economic 
orthodoxy of our fathers, the going 


may be a little rough for another five 
or six months, but, after that, it will 
be “downhill all the way!” So, my 
considered advice is: Hold on to your 
dollars! They will become more valu- 
able! They are a great bargain and 
will become a greater one! 


DOWNTURN IN BUSINESS 
(Continued from page 13) 


pected. The decline, however, will 
not go to the levels which prevailed 
prior to the time when government 
securities were pegged by the Reserve 
authorities. Not only will the demand 
for credit continue to be high, because 
of the high cost of production, but 
also a return to a policy under which 
government securities are pegged by 
the Reserve authorities is not to be 
expected. 

>> Finally, the flexible open market 
policy of the Reserve authorities will 
continue for an indefinite period of 
time. In the future, assuming no ma- 
jor war, business activity will play a 
more important role in the policies 
of the Reserve authorities than the po- 
sion and the needs of the Treasury. 


IN BALTIMORE, MARYLAND AND VICINITY 


Lawyers Title Insurance 


Corporation 
(RICHMOND, VIRGINIA) 


REPRESENTED BY 


Real Estate Title Company 


INCORPORATED 


Keyser Building 


Baltimore 2, Maryland 


Lexington 3212-13 





ATTENTION MORTGAGEES 


WE HAVE AVAILABLE FUNDS 
for 
CONSTRUCTION LOANS and/or TAKE OUT COMMITMENTS 
on FHA or VA Permanent Mortgages in amounts $250,000.00 and 


upward. 


Inquiries invited 


(Pioneers in offering Government Guaranteed Mortgages ) 


J. A. MARKEL COMPANY, INC. 


MORTGAGE BANKERS 


30 Broad St. 
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Hanover 2-2592 


New York, N. Y. 





The VA Will Await a 
“Resurgence” of 4% Money 


HEN the GI loan program was 

first conceived, there were many 
critics who predicted dire conse- 
quences and threw up their hands in 
consternation at such a bold experi- 
ment. They said to make it possible 
for discharged veterans to buy a home 
with no cash down or with only a 
small down payment was a violation 
of all the hallowed canons of mort- 
gage lending, and that inevitably most 
of the veterans would default on their 
loans, lose their homes, all at the ex- 
pense of the government and conse- 
quently the taxpayer. Some said that 
most veterans were too young and 
irresponsible to assume the responsi- 
bilities of home-ownership. 

The record of what has actually 
happened so far has given such critics 
a resounding rebuttal. 

The faith of those 
that the GI loan program could be 
made to work has been than 
vindicated by the repayment record 
established by our former GI’s. 


who believed 


more 


Despite the fact that the typical GI 
loan was made with a much smaller 
down payment and with a longer 
maturity than most other mortgage 
loans, the VA has had to pay a claim 
to the lender in only about 14,200 
home loan cases. This works out to 
a necessary claim payment in only 2 
of 1 per cent of the total of loans 
guaranteed. Stated another way, only 
one GI loan in 200 has gone sour as 
against more than 10 per cent already 
repaid in full. 

Such an outstanding record could 
hardly have been possible had our 
postwar economic setting been differ- 
ent. Unquestionably the rising price 
level and the increasing real estate 
values have had their reflection in the 
extremely low rate of foreclosures. 
The GI loan record has been as good, 
if not better, than other mortgage 
loans which were made in the same 
economic environment. 


Says T. B. KING 


It’s still betting that a change in the market will 
again make these loans attractive and that the tide 


will turn “before many months have passed.” 


I am convinced also that in what- 
ever economic vicissitudes may lie 
ahead the GI loan portfolios of lenders 
will be able to hold their own with 
other types of mortgages. 

The VA is anxious that this record 
remain as fine as it is. We are willing 
and eager to extend cooperation to all 
who will make or continue to make 
these loans available to all eligible 
veterans who may seek to have them. 
The VA, however, has no control over 
the private decisions of builders, 
sellers, and lenders. Before we can 
guarantee the loan the veteran must 
find a lender willing to provide the 
necessary private capital. Similarly, 
the veteran must find a seller or 
builder willing to convey the property 
to him. 

The inevitable question now comes 
up: Where will these veterans find 
lenders willing to make GI 4 per cent 
loans? Haven’t we been hearing on 
all sides that because of the 4 per cent 
interest rate, lenders will not make 
GI loans and veterans are forced to 
shop in vain for the opportunity of 
using their loan guaranty privilege? 

Regrettably enough there is consid- 
erable accuracy in such statements. 

I think we might well look again 
at the supply of GI 4 per cent money. 
Too much of the talk we hear about 
the lack of GI financing takes on an 
unduly pessimistic tone and—either 
by design or otherwise — overlooks 
some of the pertinent facts. 

It is true, without question, that the 
availability of GI 4 per cent loans is 
greatly reduced in comparison with 


the two previous peaks of GI loan 
acs‘vity. The first of these took place 
in 1946 and 1947 following the mass 
demobilization of World War II vet- 
erans. The second coincided with the 
general inflationary splurge which we 
experienced at the onset of the Ko- 
rean conflict. 

In these two periods, GI loan vol- 
ume reached for short periods a 
monthly average total of approxi- 
mately 60,000 loans a month. But it 
would not be proper to use those two 
periods of phenomenally high mort- 
gage activity as a base of comparison. 


Now look at the current rate of GI 
loan activity and compare that ac- 
tivity with a more reasonable stand- 
ard. Taking the program’s life as a 
whole, since 1946 a monthly average 
of approximately 35,000 veterans have 
obtained GI financing. Even in the 
present tight mortgage situation, ap- 
proximately 25,000 veterans have ob- 
tained GI loans in each month of 
1952. That level of activity is below 
what the VA would like to see, but 
it is by no means low enough to jus- 
tify the exaggerated shouts of alarm 
which some have been making. 


From some of the comments I hear, 
one gets the impression that there is 
not a GI loan to be had anywhere in 
the nation. That impression is just 
not so. True, the situation is more 
serious in some areas than others but 
that is a condition which has been 
characteristic of the mortgage market 
from time immemorial. Even in pe- 
riods of most active mortgage lending 
the distribution of long-term mort- 
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ow 


gage capital at reasonable interest 
rates has always been unequal, with 
a situation of plenitude in some sec- 
tions and a relative stringency in 
others. The same will continue to be 
true, although to a lesser degree if 
the rate were to be 4% per cent or 
higher, for GI loans. 

But with these qualifications the 
plain fact remains that in each month 
of 1952, 25,000 veterans a month 
have been able to find lenders willing 
to make 4 per cent loans. In Septem- 
ber GI home loan applications rose 
to over 28,000. There is the likeli- 
hood also that the supply of GI 4 per 
cent loans will be measurably in- 
creased by the re-entry of FNMA into 
the mortgage purchase field. Sales to 
FNMA continue to rise each week, 
and I am convinced that the avail- 
ability of these FNMA funds will 
bolster the GI loan supply situation 
in many areas where the supply has 
been the tightest because of a dearth 
of local private capital. 

It is true also that money is subject 

as is any commodity—to ebb and 
flow in supply and demand. These 
factors have had their play in the GI 
loan program to date. 

We are now in a period where the 
tide of 4 per cent money has ebbed 
somewhat. Should the return of the 
tide be forced by stimulants such as a 
raise in the interest rate? That treat- 
ment would be costly to those we are 
trying to assist. Or should the ex- 
haustion of these forces that have 
caused the ebb in mortgage money at 
prevalent rates be awaited, so that the 
return of the tide will be the more 
worth while? 

The VA proposes to await the re- 
surgence of the supply at a 4 per cent 
rate, there being no reliable signs so 
far showing on the horizon that the 
tide will not turn before many months 
have passed. 

VA has so far guaranteed loans 
aggregating over 19 billion dollars for 
the purchase, construction or im- 
provement of homes or for business or 
farming purposes. Private lending in- 
stitutions have made those GI loans 
to more than three million World 
War II veterans. The great bulk has 
been home loans. 

And, the GI farm and business loan 
programs have shown substantial 
achievements in the field of small 


farm and business finance. To date 


VA has guaranteed nearly two hun- 
dred thousand GI business loans and 
more than sixty thousand GI farm 
loans. 

Taking home loans separately, VA 
has guaranteed GI home loans for 
more than 2,800,000 World War II 
veterans and their families. 

We estimate that one out of four 
of the new small homes built in the 
nation since the end of World War 
II have been bought by veterans 
with the assistance of VA-guaranteed 
loans. 

The importance of GI financing in 
the existing home market has also 
been very substantial. More than 1.3 
million veterans have bought existing 
dwellings with GI loans. 

The extension of eligibilty to Ko- 
rean veterans over a span of more 
than 10 years from now will add tre- 
mendously to the total of the approxi- 
mately two million World War II GI’s 
who we estimate are still to be counted 
among the users of the guaranty bene- 
fit during the five more years in which 
they can still make application. The 





probabilities are strong that for many 
years to come an increasingly pre- 
ponderant percentage of home seekers 
will be persons eligible under the GI 
Bill. 


FOR SALE 


Seven Burroughs typewriter 
accounting machines, all Series 
78, various ages, various prices. 
All were in constant daily usage 
until June 1952 when accounting 
system was converted to I.B.M. 


These machines prepare both 
the mortgagors ledger card and 
remittance report for principals. 
Ideal bargain for servicer with 
nominal portfolio anticipating 
conversion from hand posting. 
Will sell all or any part. Will 
send samples of work accom- 
plished and provide full particu- 
lars upon request. 


Housing Mortgage Corporation 
535 Fifth Avenue 
Pittsburgh 19, Pa. 








167 Branch Offices 





Be WELL INFORMED on Borrowers 
RETAIL CRE DIT COMPANY 
PERTINENT Reports 


Facilities for prompt URBAN and RURAL Reporting Anywhere 
in United States, Canada, Cuba and Mexico 
Write for Outline of FACILITIES in your Territory 


RETAIL CREDIT COMPANY - 90 Fairlie Street - Atlanta 1, Georgia 
Files on 24,000,000 persons 
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IN WINNIPEG, CANADA... 
the Hub of a Growing Nation 


Conventional loans available at 


5Y/2% and 6% with efficient 


experienced servicing. 


FOUR SIXTY MAIN—WINNIPEG, MANITOBA, CANADA 























Members of: 
Mortgage Bankers Association of America 
Canadian Real Estate Association 
Winnipeg Reali Estate Board 









THE ELECTION 
(Continued from page 7) 


most vitally affect the mortgage in- 
dustry. It’s useless to speculate on 
what these may be, since the larger 
positions in the new government are 
still a matter of conjecture. 

On Capitol hill, however, some new 
legislators will be at important com- 
mittee helms. The Senate Banking 
and Currency Committee will now be 
headed by Sen. Homer Capehart of 
Indiana and the companion commit- 
tee in the House will be headed by 
Congressman Jesse Wolcott of Michi- 
gan. Both men are well conversant 
with the problems affecting our in- 
dustry, particularly Congressman 
Wolcott. He has long been a vigorous 
spokesman for the philosophy and 
many of the ideas which the mortgage 
industry itself has favored. 

Congressman Wolcott has already 
repeated some of the things he be- 
lieves should be done. He contends 
that the economy could be better sta- 
bilized by permitting the functioning 
of federal reserve bank laws govern- 
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ing the manipulation of bank reserve 
requirements and rediscount rates on 
credit. 

A return to indirect controls of the 
federal reserve bank would permit 
long-term planning on a sound money 
basis by industry, business, and agri- 
culture. This, he added, should make 
for even greater prosperity, inasmuch 
as industry, assured by a sound econ- 
omy, would be more likely to con- 
struct more plants and create more 
jobs. 


Wolcott said the problem of rent 
control would be re-examined. The 
law, which expires next April 30, 
allows for local option. 

Wolcott declared there have been 
indications that metropolitan 
areas had been designated “critical 
defense areas” in a move to circum- 
vent local option provisions, a com- 
plaint frequently heard. 


some 


The election itself was a reaffirma- 
tion of the American faith because it 
proved that a lot of things which we 
like to believe in—but are too often 
skeptical about—are true after all. 


DOUBLE PROTECTION 


for Mortgage Investments 


I. PROTECTION for Closings through our Bonded Closing Attorneys 
2. PROTECTION for Investments through Title Insurance 


THE TITLE GUARANTEE 


BALTIMORE, MARYLAND 


Title Insurance in the following States 


a 
5 Delaware Maryland 
o District of Columbia Mississippi 
a Florida North Carolina 
S| Louisiana South Carolina 


i 
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COMPANY 


For one thing, the people are still 
boss, they do their own thinking and 
no one controls them. That was evi- 
dent enough. That big blocs of votes 
just can’t be handed to any candidate 
seems crystal clear. No candidate in 
the future can again count any section 
of the country as sure for his side. The 
people’s decision was so clear and un- 
mistakable, that the result was ex- 
hilarating and was immediately re- 
flected in the universal desire to close 
ranks and carry out the mandate of 
the people. 

Probably our primary consideration 
is still the question of the VA loan. 
The feeling has been growing in re- 
cent months that the 4 per cent rate 
will be raised and the FHA rate as 
well. As a matter of pure speculation, 
it would appear that the election 
returns would strengthen that opinion 
—but, admittedly, there is no factual 
basis to support this view. VA, it 
would appear (see page 17), is as 
strongly opposed as ever. But this is 
a period of vast change and a lot of 
unexpected things can happen. One 
just did! 
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Virginia 

West Virginia 
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A Life Company Takes On Single Debit 


By VINCENT F. LECHNER 


Manager, Office Operations, The Mutual Life Insurance Company of New York 


N THIS period of high and con- 

tinued rising costs, the reduction 
and, wherever possible, elimination of 
detail should play an important part 
in management’s thinking. The things 
we could afford to do twenty years 
ago have now become so costly that 
they deserve analysis and careful ex- 
amination to determine whether the 
results justify the expense. 

lhe single debit mortgage account- 
ing system is a result of that type of 
thinking since it eliminates completely 
the home office operation of main- 
taining detailed historical records on 
individual mortgage loans. The his- 
tory of payments on individual loans 
reconstructed at the home 


should it 


can be 
office, 
necessary. 

Mutual of New York was not the 
pioneer in this system; in fact, we owe 


however, become 


a great deal to the Bowery Savings 
Bank for giving us the foundation for 
They had this 


system well under way before we gave 


our present operation. 


it consideration. 


Before we adopted it, here are the 
details of the procedure we were 
using: 

Basically, we were maintaining two 
major punch card files. One which 
was an “asset” file certain 
basic and static loan information, in 
addition to the current principal bal- 
ances on each loan in the portfolio. 
The other file was a “billing” file 
which current month’s 
instalment due on each loan through 
pre-calculation indicated the alloca- 
tion of the instalment between 
gross interest, principal, service fee, 
and net due us. It also showed the 
loan balance before and after applica- 
tion of the principal. 


carried 


carried the 


due 


The “billing” file was used to pro- 
duce tabulations of the loans serviced 
for us by individual correspondents 
and servicing agents each month. 
These listings showed loan number, 
fixed monthly payment, the principal 
balance before application of princi- 
pal, the principal amount due, the in- 
terest amount due, the service fee and 


the net amount due us for the current 
instalment, and the new outstanding 
balance for each individual loan. 

The servicing agents were reporting 
to us at various intervals the instal- 
ments collected and we were verifying 
their reports to these tabulations. 
Each item was being checked for 
principal and interest payment, as 
well as outstanding balance, and, 
where differences occurred, the items 
were placed in a suspense account for 
clearance later, by examining our de- 
tail or by corresponding with the 
agents. 

The operations involved in all of 
these were the machine reproduction, 
calculating and checking of 70,000 
billing cards monthly; the listing of 
these items and, in addition, a re-list- 
ing each month of approximately 
10,000 delinquent or unreported in- 
stalments which were arrived at by 
hand selection from the 70,000 billing 
cards. 

Our experience showed that we had 
to reject 15 per cent of the pre-cal- 





it the Convention in San Francisco last 
year, Fred Cordes of The Bowery Savings 
Bank, New York, presented the Single Debit 
for the first time to MBA members. In this 
article, taken from an address delivered by 
Mr. Lechner at the annual meeting of the Life 
Office Management Association, Mr. Lechner 
not only describes Single Debit but also tells 
us the reasons that prompted his company 
to adopt it. 

Single Debit is still a mystery to some; to 
others—correspondents of The Bowery Sav- 
ings Bank and Mutual Life Insurance Com- 
pany of New York —it is a part of the 
accounting routine. To both neophytes and 
“experts” this system still has its puzzling 
aspects. The following article will help us to 
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understand better this revolutionary idea. 

Whether you are an investor or servicer, 
production man or servicing manager, or ac- 
countant you will want to read it. And you 
will not want to miss the other side of the 
argument on the value and use of the Single 
Debit by one of Mutual’s correspondents, 
appearing in the next issue of The Mortgage 
Banker. 

Inside Single Debit next month will answer 
most of the questions you may already have 
on this system or will raise after reading this 
article. It will attempt to describe how much 
extra work is actually required, how the cor- 
respondents feel about their new chores, and 
whether it can be accomplished with the pres- 
ent staff of bookkeeping clerks.—W. 1. DeH. 


culated billing cards each month due 
to irregular payments, incorrect al- 
locations of principal and interest, 
incorrect loan numbers, reporting er- 
rors and for other reasons. This meant 
that another 10,000 cards had to be 
re-punched and re-checked. 

After all corrections were made, the 
paid billing cards and the corrected 
cards were used to prepare a payment 
run and then they were collated with 
the asset punch card file. The princi- 
pal payments on each billing card 
were applied mechanically to reduce 
previously outstanding balances. The 
cards were then tabulated to 
prove that the total of the outstanding 
balances, as shown on the asset cards 
agreed with the balance as shown in 
the Company’s general ledger. The 
was the transfer 


asset 


final step, of course, 
posting operation to individual record 
cards using the payment run which I 
mentioned before. 

Relating this on a step-by-step basis 
could make it appear like a relatively 
simple operation, though it in- 
volved considerable detail. Frankly, 
it was not as simple as it sounds, and 
considerable time and effort was spent 
differences between the 
servicing agents’ reports and our bal- 
as well as tying in the totals 
obtained from the tabulating runs to 
the general ledger. During the past 
few years when the new loan volume 
was above and beyond any 
estimate, it became impossible for us 
to maintain all of this detail on a 
current basis without greatly increas- 
ing our personnel. 


even 


in locating 


ances, 


previous 


Obviously, the system did not oper- 
control against an agent’s 
personnel inadvertently applying 
funds received for one loan as a re- 
duction against another loan. There 
was nothing in all of the detail we 
were doing which gave us an absolute 
control over individual loan balances. 
Therefore, it cannot be stated that 
detailed checking and recording of in- 
dividual payments absolute 
control. 


ate as a 


insures 


The discouraging part of all of this 
was that the bulk of the detail work 
we were doing resulted, insofar as 
individual historical records were con- 
cerned, in complete duplication of a 
record which was maintained in each 
agent’s office. This record maintained 
by the agent will, of course, be avail- 


able to us whenever required and we 
will be willing to stand the expense 
of reproduction if that should become 
necessary. 

The first step we took was to out- 
line in detail the proposed operation 
at the home office. A complete an- 
alysis was made of our portfolio by 
servicing agent and by the types of 
loans they were servicing for us. We 
then wrote out a completely detailed 
story on the requirements for the cor- 
respondents. Tests were made at the 
home office by using the reports of a 
few correspondents which seemed to 
readily lend themselves to this new 
system. This followed by per- 
sonal visits to these agents’ offices to 
introduce the system. We received the 
full cooperation of the correspondents 
and after having operated for a few 
months with them on the new system, 
we laid out a program for complete 


was 


installation. 

I visited number of 
pondents on the West Coast and, in- 
cidentally, was very frank to admit to 
them that the could 


some additional work for them. 


our corres- 


involve 


While 


system 


some of the requirements for the cor- 





respondents under ‘this new system 
meant added work, we could in all 
earnestness tell them that there would 
be considerable reduction in corres- 
pondence regarding small differences 
on individual loans. We pointed out 
that the reduction in expenses at our 
office would mean a better net yield 
to us on serviced mortgages. 

While we designed forms for their 
use and are willing to stand the cost 
of these forms, we did not make it a 
requirement for them to adopt the 
forms as long as they met the require- 
ments of the procedure as to classifi- 
cation and segregation. We had to 
bear in mind that most of our corres- 
pondents were servicing loans for 
more than one investor, and if 
were too rigid in our requirements it 
would be more difficult for them. Ex- 
perience has shown that where an 
agent continued with his own forms, 
no problem developed from failure to 
lay down rigid requirements in this 


we 


respect. 

When a correspondent agrees to 
convert to the new system, we arrange 
a mutually agreeable starting date and 
i: most instances we ask them to close 
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POOR KIDS! IF THEY HAD 
YORK RECORDS THEY'D 
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THE OFFICERS AND STAFF OF YORK TABULATING SERVICE WISH YOU ALL... 


°A Very Merry Christmas and a Happy- 
ane and Prosperous New Year!°’ 
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out their accounts as of the 25th of the 
month and to operate on a fiscal 
month basis thereafter. The next step 
is to have them send us a detailed trial 
balance of all of the loans they are 
servicing for us, giving our loan num- 
ber, the amount of the constant pay- 
ment, the outstanding balance of each 
loan, and where the payments are 
other than current to indicate the 
month and year of the last payment. 
The lists are checked against a tabu- 
lating run of our own cards and all 
differences in outstanding balances 
and constant payments are investi- 
gated, located and adjusted. 

This is an essential initial operation 
because thereafter the new system at 
the home office deals only with totals 
of outstanding balances and totals of 
constant payments—by types of loans 
and interest rates within the types. 
After this operation is completed, we 
set up the necessary control cards at 
the home office showing the total out- 
standing balances and the total of the 
constant payments on all of the loans 
being serviced for us: separate control 
cards for each type and loan interest 
rate. From that point on, postings 
are made to the controls as changes 
occur for new loans, loans repaid in 
full, and lump sum partial principal 
repayments. Also, the agents’ remit- 
tance reports thereafter are segregated 
by types and loan interest rates and 
the separate totals of each grouping 
are posted to the controls. If more 
than one remittance report is sent to 
us in the course of a month, the agent 
is requested to submit a summary 
report. 

At the end of each month, they 
furnish us with three reports: 
>> A principal trial balance which is 
segregated by types of loans and by 
interest rates, and shows our loan 
number and the principal amount 
outstanding on each loan. 
>> A statement of payments in ad- 
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8 80.00 14,000.00 
9 90.00 15,000.00 
10 100.00 —22.000,00 
rotay $550.00 $100,000.00 
i 
vance, This, also, is segregated by column on the Control Card. (See 


types of loans and interest rates and 
shows each instalment paid in ad- 
vance on each individual loan which 
falls in this category. 

>> A statement of arrears, again 
broken down by types and loan inter- 
est rates, and shows for each loan in 
this category each monthly instalment 
in arrears. 

This brings us to the home office 
operation under the new system. 

First, it is necessary to establish the 
single debit and the outstanding prin- 
cipal balance and enter them on the 
mortgage loan Control Card. In the 
hypothetical examples used in the ex- 
hibits we have assumed that for the 
Veterans’ Partially Guaranteed Sec. 
501 “VS” loans 4 per cent, there are 
ten loans with a fixed monthly pay- 
ment totaling $550 and an outstand- 
ing principal balance of $100,000. 

See Exhibit A which represents the 
initial report sent in by the servicing 
agent.) 

Also, we assumed that all of these 
loans are current, that is, none are in 
arrears or paid in advance. The es- 
tablishment of the single debit is 
therefore a simple process of entering 
a debit of $550 in the fixed payment 
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line 1, Exhibit B.) 

The total outstanding principal bal- 
ance is posted in the principal balance 
column after being reconciled to our 
general ledger detail. (Shown on line 
1 of the Control Card, Exhibit B, un- 
der the heading Principal Balance.) 

The next step is to establish the 
figures for interest due and for service 
fees. The outstanding principal bal- 
ance in this case is multipled by the 
monthly factor for a 4 per cent in- 
terest rate. This results in $333.33 
being entered in the interest column 
of the control card. The service fees 
are then calculated by using a service 
fee factor applied to the amount of 
interest due. The amount of $41.67 
for service fees is entered on the con- 
trol card. The last step is to establish 
the principal due by substracting the 
interest due from the fixed payment 
due and posting it in the principal 
column. 

We are now ready to deal with the 
agent’s remittance reports for the 
month. These reports are first re- 
viewed by an account servicer for the 
purpose of spotting unusual items that 
may be included, such as additional 
principal prepayments, adjustments of 
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959.28 227.39 290.72 | 10-2 
53.29 - %.01 4.71 10-25 99, 992.65 
[exiuorr—a] 
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allocations between principal and in- 
terest, payment other than the normal 
constant monthly payment, etc., all of 
which the agent is requested to mark 
clearly in his reports. Should any 
items of this nature appear in the re- 
port, their effect with respect to the 
initial debit established is determined, 
verified to our record of such changes, 
and proper adjustment is made to the 
initial entries on the control card to 
reflect the difference between what 
was anticipated and that actually 
reported. 

The remittance report is then 
posted to the control card. The total 
principal and interest reported is 
posted as a credit in the fixed pay- 
ment column. The interest paid is 
posted as a credit in the interest col- 
umn and the principal paid is posted 
as a credit in the principal column. 
The service fees retained are posted 
as a debit in the service fee column, 
and the net cash remitted is posted 
as a debit in the cash column. The 
accounting machine used in the post- 
ing operation automatically reduces 
the outstanding principal total by the 
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amount of principal paid and posts it 
in the Principal Balance column. 

We have assumed that this is the 
sole report received from the agent 
during the month for the Veterans’ 
Partially Guaranteed 4 per cent loans. 
We assumed that there were no un- 
usual items and that the credit to 
fixed payment amounted to $510. We 
now close out this control for that 
particular month and in doing so, we 
are left with an open debit in the 
fixed payment column of $40. 

At this point we are ready to com- 
pare the agent’s month-end reports to 
our control and if the account has 
been properly handled in every re- 
spect during the month, the agent at 
month-end will submit an arrears re- 
port showing that the instalment due 
in the current month on loan No. 4 
was not paid and is, therefore, in 
arrears. 

Refer now to Exhibit C. The total 
of principal and interest due on this 
particular instalment is $40, which 
balances with the open debit on the 
Control Card. Second, the agent’s 
trial balance, listing the unpaid prin- 


EXHIBIT —D 











cipal balances at September 25 for 
the ten loans in this classification, 
balances in total with our outstand- 
ing principal control. (Refer to Ex- 
hibit D.) 

Now that the account has been 
proved for the month, we are in a 
position to book payments to the gen- 
eral ledger, crediting income for the 
interest paid and the asset account 
for the principal repaid. This is ac- 
complished through the journal sheet 
on which the accounting machine rec- 
ords and summarizes all remittance 
postings for the month. 

To illustrate the postings on the 
control card from month to month 
under this procedure, it might be 
well to carry on for another month 
the activity covering the assumed 
portfolio. 

At the start of the following month 
we had an outstanding debit in the 
fixed payment column of $40, repre- 
senting the unpaid fixed payment in- 
stalment on loan No. 4. During this 
month we again have $550 of con- 
stant payments due on the portfolio 
which are posted on the Control 
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Card, line 3, with proper interest and 
service fees. 

We assume that in 
month the agent’s remittance report 
of principal and interest again totals 
$510, and that the mortgagor on loan 
No. 4 has again failed to make a pay- 
ment. (Refer to line 4, Exhibit B.) 

At the end this month the out- 
standing debit on the control is $80 
$590 $510). The agent at 
month-end show on his 
arrears report the fact that not only 
month’s instalment on loan 
but that the 
also un- 


this particular 


minus 
would then 
the past 
No. 4 
current month’s instalment is 
the total of prin- 
interest on these unpaid 
is $80. The account is, 
balanced once after 
are 


is still in arrears, 


paid and, of course, 


cipal and 


instalments 


therefore, again 


the interest and service fees 


checked, as well as the new outstand- 


ing principal balance. These transac- 
tions, in essence, illustrate the prin- 
ciples of single debit mortgage loan 


accounting. 
New affect the 
amount of fixed payments and prin- 


loans, of course, 
cipal and thus must be taken into ac- 
Conver- 
sely, the paid-in-fulls reduce the fixed 
and must be 
they 
rec- 


count when they are closed. 
payments and principal, 
accounted for in the month 


occul In this respect, a separate 
ord is maintained on fixed payments 
This fixed 
reflects the 
amount to be entered as a single debit 
Control Card 


for each loan classification. 


payment control proper 


each month on the 
Exhibit B 

You this is all 
good, but what happens in the event 
the agent’s month-end reports do not 


may say well and 


tie into the controls maintained in the 
office? Our during 
the conversion period has been that 
sufficient information from 

through the remittance, 


home experience 
we receive 
our agents 


trial balance, and advance re- 
locate differences at month- 


to do 


arrears 
ports, 
end. It 


just that during the conversion period 


has been our practice 


and for some months following the 


conversion, even though it means ad- 
ditional time on the part of the home 
office staff. However, we have found 
that once the agent’s personnel have 
fully assimilated the techniques of the 
differ- 
much less 


new reporting procedure, the 
ences encountered become 
trequent. 

We spent a great deal of time de- 


veloping a Manual of Instructions 
which we furnish to each of the serv- 
icing agents. It not only outlines the 
details of his procedure, but includes 
the operating details of the system of 
controls at the home office. 


There remains one last point to be 
covered with respect to the single 
debit mortgage loan accounting pro- 
cedure and this has to do with sta- 
tistics and the preparation of manage- 
ment reports. For this purpose we 
have established an I.B.M. card for 
each loan in the portfolio which car- 
certain statistical informa- 
tion with the loan. By 
using these master cards with current 


ries basic 


respect to 


balances punched in, we are in a po- 
sition to prepare the reports required 
by management. 

We found in most instances that it 
is merely thereafter to call 
the difference to the agent’s attention 
they, little effort, 
in a position to locate the error. 


necessary 


and with very are 


Also, it should be pointed out that 
report is re- 
servicing 
uses this 


a copy of the arrears 
tained month by the 
agent. The 
list to 
Then, 
month, 
special delinquent report showing 
loans where two or more monthly in- 
stalments are still due and unpaid 
according to the arrears statement 
serviced up to that date. The servic- 
agent is required to state the 
measures he is taking in respect to 
each 60 day or more delinquent loan, 
the 
each case. 


each 
servicing agent 

arrears. 
following 


service his loans in 
as of the 5th of the 
the servicing agent submits a 


ing 


recommendations he 
makes in The duplicate 
arrears report is attached to the Spe- 
cial Delinquent Report as a basis for 
its preparation. 


as well as 


You may not have noticed it but on 
page | there’s a new section reserved 
for routing the magazine. Idea is that 
probably a number of people in your 
organization might like to look it over; 
hence the routing slip. For instance, 
the articles on servicing ought to be 
referred to the accounting and serv- 
icing divisions. So make a point of 
sending THE MorRTGAGE BANKER 


around the office. 
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AGEMENT, AND CIRCULATION REQUIRED 
BY THE ACT OF CONGRESS OF AUGUST 
24, 1912, AS AMENDED BY THE ACTS OF 
MARCH 3, 1933, AND JULY 2, 1946, (Title 
39, United States Code, Section 233) of Tue 
MorTGAGE a7 ublished monthly at Chicago, 
Ill., for Oct. 1932. 

1. The names ad addresses of the publisher, 
editor, managing editor, and business managers 
are: Publisher, Mortgage Bankers Association of 
America, 111 Washington St., Chicago 2, 
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of stockholders owning or holding ! per cent or 
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MBA 1952-53 Meeting Program Opens December 
8 and 9 in Pittsburgh with our First Clinic 


Another busy year of MBA meet- 
ings will get under way December 8 
and 9 in Pittsburgh—earlier than 
ever before—with our first Mortgage 
Clinic, sponsored in cooperation with 
the Pittsburgh MBA. The place is 
the William Penn Hotel. A feature 
will be a number of new subjects up 
for discussion and review which have 
not appeared in recent years on MBA 
programs. 

Jesse F. Macfarlane is chairman of 
the Pittsburgh clinic committee and is 
vice president of W. A. Clarke Mort- 
gage Company in Pittsburgh. Robert 
H. Pease, president, Detroit Mortgage 
and Realty Company, is MBA clinic 
chairman this year. Mr. Macfarlane 
will preside at the sessions. 

The first session in Pittsburgh will 
open with the discussion of the pos- 
sibilities and prospects of financing 
industrial real estate through mort- 
gages, notes and debentures—a field 
of activity which President Brown L. 
Whatley pointed out to members at 
the Convention as a promising one_in 
the immediate years ahead when the 
prospects for a continuation of the 
very heavy volume of single-family 
house loans do not appear favorable. 

Mr. Pease will discuss industrial 
financing, how to obtain these loans, 
analyze and submit them and where 
to sell them. 

George T. Conklin, Jr. of the 
Guardian Life Insurance Company of 
New York will follow with a discus- 
sion of what the life company is look- 
ing for in an industrial loan offering. 

At noon that day those registered 
will attend a luncheon where W. B. 
McFall, president of the Common- 
wealth Trust Co., Pittsburgh, will 
discuss warehousing and construction 
loans. 

That afternoon will be devoted to 
a discussion of analyzing, preparing 
and submitting loans to investors. 
Dale M. Thompson, president of City 
Bond and Mortgage Company, Kan- 
sas City, will handle the subject for 
apartments and commercial proper- 
ties; Maurice R. Massey, Jr., presi- 
dent, Peoples Bond and Mortgage 
Company, Philadelphia, will discuss 
it from the standpoint of residence 
loans; and Gerald A. Golden of the 
Sun Life Assurance Company of Can- 


what the 
mortgage 


ada, Montreal, will tell 
investor seeks in a good 
loan submission. 

This subject is one long overdue 
on MBA programs. Most members 
undoubtedly have the idea that they 
are pretty well informed on submit- 
ting applications, but it’s a fact that 
incorrect applications, inadequate in- 
formation, etc. cause more trouble 
than almost anything else. The time 
is certainly here for mortgage men 
generally to get set on the best pro- 
cedure for submitting loans. 

That evening all attending the 
Clinic will be guests at a reception 
with the Pittsburgh MBA as _ host. 

Next day the session will open with 
a round table discussion of operating 
and servicing problems. Some of the 
topics coming up are Why send 
monthly notices to borrowers? What 
is the break-even point on servicing? 
Requirements of a good servicing con- 
tract. Problems of small correspond- 
ents. Coordination of production and 
servicing. 

Panel members who will take part 
are Fred L. Aiken, Fred L. Aiken As- 
sociates, Pittsburgh; Carton S. Stal- 
lard, vice president, Jersey Mortgage 
Company, Elizabeth, N. J.; and 
Thomas E. McDonald, MBA Director 
of Accounting and Servicing. 

The last session will feature two 
well-known MBA personalities, W. A. 
Clarke, MBA vice president and pres- 
ident, W. A. Clarke Mortgage Com- 
pany, Philadelphia, speaking on the 
factors that will decide the 1953 
mortgage market and General Coun- 
sel Samuel E. Neel discussing Wash- 
ington developments affecting the in- 
dustry. 

MBA’s first meeting in the present 
Association year is coming just a 
month after the national election. 
That will certainly be too early to 
determine, with any degree of accu- 
racy, what the results mean from the 
standpoint of the mortgage industry 

although the leading article in this 
issue makes a small attempt to do so) ; 
but based upon what we do know, we 
can speculate on what may well lie 
ahead. 

MBA members have already re- 
ceived the advance registration cards 


















W. B. McFall Jesse Macfarlane 


a 
; 








George Conklin 


Carton Stallard 


Fred L. Aiken 


as well as hotel reservation forms. If 
these have not been processed they 
should be handled immediately. The 
registration cards are to be returned 
to the national office and the hotel 
cards to the William Penn Hotel. 
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Fifteen New Members Are 
Admitted to Association 


Robert Tharpe of Tharpe and ~ 


Brooks. Inc., Atlanta, who heads the 
Membership Committee this year, has 
started to use a fine-toothed comb to 
unearth every eligible member which 
the Association in past campaigns has 
missed. Members are being asked to 
make a careful survey of their com- 
munities and indicate the eligibles 
who have not affiliated. In places 
where an intensive drive of this sort 
has been undertaken, members have 
been surprised to learn that MBA 
did not have full coverage by any 
means. A great many institutions of 
all kinds have not become members 
because it has not been suggested to 
them. This year’s drive aims to cor- 
rect that. 

New members just admitted include : 

ALABAMA—Montgomery: Jones & 
Murray, 419 First National Bank Build- 
ing, J. Mac Jones. 

CALIFORNIA—San Jose: McMillan 


Mortgage & Investment Corporation, P. oO. 
Box 1228, Thomas C. McMillan, president. 


FLORIDA Jacksonville: Fleming, 
Jones, Scott & Botts, Barnett National 
Bank Building, G. W. Botts; Jennings, 
Watts, Clarke & Hamilton, 814 Barnett 


Bank Building, Edwin M. Clarke. 


IDAHO—Boise: Security Abstract & 
Title Co., d/b/a Security Mortgage Com- 
pany, 908% Jefferson, C. D. Brown, vice 
president. 

KANSAS—Topeka: The Fidelity In- 
vestment Company, 202 Central Building, 
Ralph L. Seger, vice president. Wichita: 
Mullins and Arvin, 827 Beacon Building, 
Richard F. Mullins. 


MAR YLAND—Baltimore: 
Title Insurance Co., Inc. 
201 South Calvert Street, 
Jones, vice president 

MINNESOTA—Minnea polis: Twin City 
Federal Savings and Loan Association, 801 
Marquette Avenue, B. N. Bell, vice presi- 
dent and secretary. 


MISSOURI—S?t. Louis: Manufacturers 
Bank & Trust Company of St. Louis, 1731 
South Broadway, Roderick M. Meyer, 
vice president. 

MONTANA—-Billings: Realty Finance 
& Securities, Inc., 2712 Securities Building, 
Jos. L. McClellan, president. 


Kansas City 
of Maryland, 
Murray L. 


NEBRASKA—Sidney: C. A. Story 
Agency, Inc., Box 157, C. A. Story. 
NEW YORK—Greenvale: Andrew L. 


Magioncalda. 


TEXAS—San Antonio: Guaranty Ab- 
stract and Title Company, Suite 200 
Milam Building, Emmett T. Sweeney, 
president. 

WASHINGTON—Seattle: Mortgage Fi- 
nance Corporation, 713 Third Avenue, 


Leonard Downie, president 





MBA Calendar 











December 8-9, 1952, Mortgage 
Clinic, William Penn Hotel, Pitts- 
burgh. 


January 15-16, 1953, Second An- 
nual Washington Conference, spon- 
sored by MBA’s Young Men’s Activi- 
ties Committee, Mayflower Hotel, 
Washington, D. C. 


January 27-29, 1953, Seventh An- 
nual Senior Executives Course, spon- 
sored by MBA and the Graduate 
School of Business Administration of 
New York University. 





February 12-13, 1953, Mid-Western 
Mortgage Conference, Conrad Hilton 
Hotel, Chicago. 

April 6-7, 1953, Eastern Mortgage 
Conference, Commodore Hotel, New 
York. 

April 30-May 1, 1953, Western 
Mortgage Clinic, Mark Hopkins Ho- 
tel, San Francisco. 


May 4-5, 1953, Southwestern Mort- 
gage Clinic, Hotel President, Kansas 
City. 

June 22-26, 1953, Sixth Annual 
Mortgage Banking Seminar, North- 
western University, Chicago. 


June 29-July 3, 1953, Third Annual 
Advanced Mortgage Banking Sem- 
inar, Northwestern University, Chi- 


cago. 


August 17-21, 1953, Second West- 
ern Mortgage Banking Seminar, Stan- 
ford University, Stanford, Calif. 

November 9-13, 1953, 40th Annual 
Convention, Miami Beach. 





Nominating Committee 
for 1952-53 Is Named 


In accordance with the Associa- 
tion’s constitution and by-laws, ballot- 
ing for the three new members of the 
1952-53 nominating committee has 
been completed and those elected are 
Immediate Past-President Aubrey M. 
Costa, Southern Trust and Mortgage 
Company, Dallas; Norman H. Nelson, 
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Minnesota Mutual Life Insurance 
Company, St. Paul; and W. L. King, 
Boss and Phelps Mortgage Company, 
Washington, D. C. The holdover 
members are Byron T. Shutz, Herbert 
V. Jones and Company, Kansas City, 
and John C. Hall, Cobbs, Allen & 
Hall Mortgage Company, Birming- 
ham. 

This committee, as well as all other 
committees for the present year, will 
appear in the new Directory of Mem- 
bers to be issued shortly and which 
will list all member firms which have 
joined since the 1952 issue was pub- 
lished. 


>> MOST POPULAR HOUSE: 


Three of every four homes built in the 
first nine months of this year carried a 
price tag of less than $15,000, a na- 
tion wide survey by the National Asso- 
ciation of Home Builders shows. 

It disclosed that the overwhelm- 
ingly majority of the 818,000 homes 
started in the January-September pe- 
riod were purchased by lower and 
middle income families. 

Housing priced in the so-called 
“luxury” brackets above $20,000 av- 
eraged barely 7 per cent of the nine- 
month construction among builders 
replying to the questionnaire. 

The survey also showed wide varia- 
tions from city to city in the market 
for 4 per cent GI home loans. Builders 
in Norman, Okla., for example, re- 
ported that 85 per cent of their new 
housing in the first nine months of 
1952 were financed by VA loans. 





PERSONNEL 


In answering advertisements in this column, 
address letters to box number shown in care of 
the Mortgage Bankers Association of America, 
111 West Washington Street, Chicago 2, Illinois. 





Institutional investor has openings for 
several young men 35 or less. Assignments 
will be in various parts of country with 
ample opportunity for advancement. Ap- 
praisal experience and mortgage lending 
background desirable but not essential. 
Address Box 259. 


MOVING TO FLORIDA 


Mortgage man wishes to make connec- 
tion with established mortgage and real 
estate organization in Southern Florida, 
preferably in Greater Miami area. Man- 
ager for past two years of mortgage origi- 
nation and servicing organization. Licensed 
real estate broker and member appraisal 
society. Over twenty-five years experience 
various phases mortgage banking and real 
estate fields throughout New York Metro- 
politan area. Contacts with institutional 
investors. Write Box 260. 


BIGGEST THING IN THE U.S. 
—the Money That’s Borrowed 


HE growth of the economy over 

the past decade has been accom- 
panied by the greatest splurge of bor- 
rowing in the nation’s history. 

The total of debt in the United 
States—public and private together— 
has expanded nearly threefold, and 
by an amount of approximately $400 
billions, in the period from the begin- 
ning of World War II in 1939 to the 
present. 

Considering the dangers and bur- 
dens involved in a debt of the pres- 
ent extraordinary size, it must be rec- 
ognized that much of the ability of 
the economy to service and to support 
it is predicated on a continued high 
level of economic activity. To date 
this great rise in aggregate borrowings 
appears to have been matched by a 
comparable growth in such debt— 
supporting elements as national and 
individual income, savings, assets of 
borrowers, etc., as judged by a com- 
parison of present and past relation- 
ships between these factors and the 
total of debt. 

Figures compiled by the U. S. De- 
partment of Commerce show that 
gross public and private debt com- 
bined rose from an aggregate of $209 
billions in 1939 to more than $600 
billions at the end of 1951. The in- 
crease last year alone exceeded $40 
billions, or a tenth of the gain for the 
12-year period. Both proportionately 
and in dollar amount, the growth in 
debt for the period as a whole has 
been greater in the area of public 
finances, due primarily to the way 
the Federal debt has skyrocketed, 
than it has been in the private sector 
of the economy. 

Figures of this size are beyond the 
average person’s comprehension. A 
simple gauge of what has happened 
in the area of debt is found in the 
fact that in 1939 the gross amount 
owed by Government (Federal, State 
and local), business and individuals, 
all put together, came to the equiv- 
alent of $1,600 for every man, woman 
and child in the country at that time. 
The comparable figure now, with all 


our population increase, is $4,000, or 
two and one-half times as great. 

The records of the past 12 years 
of debt expansion show an interesting 
shift in the source of borrowing be- 
tween the first part of this period and 
the years since the end of World War 
II. The dominant factor in the heavy 
borrowing of the years from 1939 
through 1945 was the Federal Gov- 
ernment due to the war. As a result, 
the total public debt rose more than 
fourfold in this period while aggre- 
gate private debt increased by only 
about 12 per cent. 

This situation was reversed in the 
period from 1946 through 1951, when 
private borrowing came to the fore 
while the total public debt showed a 
net decline. 

Reflecting record industrial expan- 
sion and the rush of consumer buying 
after wartime shortages, the total of 
private debt practically doubled in 
these six post-World War II years. 
Right now, aggregate private debt is 
larger than total public debt for the 


first time in the past decade. 

One indication of the debt-support- 
ing ability of the economy can be 
derived from the relationship between 
the trend of economic activity in gen- 
eral as measured by national income 
and combined public and private 
debt. The records show that total 
debt was about two and one-half 
times the national income in 1929. 
During the Thirties, due to economic 
conditions in this period, the ratio 
was very much higher and in 1933 
aggregate debt was nearly five times 
the national income. 

However, economic activity has 
shown a greater rate of growth than 
has aggregate debt for the 1939-51 
period as a whole. As a result, com- 
bined public and private debt at the 
end of last year was the equivalent of 
little more than twice the national 
income. 

With all the private debt expansion 
of recent years, savings of business 
and individuals have shown an even 
greater growth for the 1939-51 period. 


THE DEBT DOLLAR — WHO OWES IT 


1940 






State & Local 9¢ 


[_] Private Debt 
Ba i 





& Noncorporate 
1951 





State & Local 5c 





1945 





4¢ State & Local 
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Business Getting Ideas That Worked 








Here is a new feature of The Mort- 
gage Banker about just what its name 
suggests —ideas for getting business 
that worked for one company 
and may work for you. It will ap- 
pear every month if the ideas are 
available and in whatever space it 
takes to tell about them. What are 


have 


Lon Worth Crow Company of Mi- 
ami hit upon an idea that has been 


a good business promotion in tan- 
gible results as well as in valuable 
institutional advertising. Each week 


the firm cuts out classified advertise- 
ments from the about 
houses for sale and which appear to 
be possible mortgage prospects. The 
advertisement is pasted on the large- 
here and 
There 


new spa pers 


size card as shown 


mailed to the broker or owner. 


post 


are a great many obvious advantages 


in the idea it’s good institutional 
promotion with the brokers and it 
isn’t just another piece of direct mail 
advertising because it is tailored to a 
specific situation. That means it’s go- 


ing to get more than casual attention. 


The cost of preparation certainly 
isn’t much and the work involved in 
clipping the offerings and pasting 


them on the cards is not burden- 





some of the business-getting ideas that 


have worked for you? This depart- 
ment would very much like to hear 
about them so they can be passed 
along to other readers of the mag- 


azine, and, at the same time, give 
your company a little worthwhile 


publicity. 


some. It’s an idea that’s worked for 
one good firm and might well work 
for you. 


>> SELL YOUR LENDING AREA: 
As added evidence of the changing 
character of the mortgage business, 
many lenders today are doing things 
they never did before, such as giving 
some really comprehensive informa- 
tion about business conditions, eco- 
nomic factors and other data concern- 
ing the territories in which they 
operate. All of this naturally has an 
important bearing on the investor’s 
consideration of lending territories. 
The average mortgage man in the 
past hasn’t been as alert on this score 
as he might have been. Recently Rob- 
ert E. Goldsby, president, Jersey Mort- 
gage Company, Elizabeth, N. J., ad- 
dressed a letter to more than 150 
savings banks enclosing a detailed 
memorandum citing factors of eco- 





YES, WE CAN 


HELP YOU... 


.- With @ low cost, low interest, long 
term mortgage. For full information 
and prompt inspections without obli- 
gation, call us tedey! Our experienced 
lean officers, Mr. Fosgate, Mr. Shirk 
or Mr. Scott will be glad te help! 





LON WORTH 


MORTGAGE BANKERS 
55 S.W. 8th STREET + MIAMI 











CROW Prone 
82-4531 
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nomic strength in the metropolitan 
area in which his firm operates. 
“Mortgage bankers went through a 
pretty long period when we had very 
easy and smooth sailing,” said Goldsby 
in discussing this idea, “and now it 
becomes all the more important to 
exert ourselves to do a selling job that 
heretofore was unnecessary.” 


There’s a good point here and it’s 
that a lender ought to be more alert 
than ever before to the benefit for him 
to not only plug his own wares but 
see that the investor is kept fully in- 
formed about the elements of strength 
and stability in the area from which 
he is originating loans. 


P.S. Goldsby says that the single 
debit system was an exceedingly im- 
portant step and that it has great 
possibilities in improving the demand 
for mortgages on the part of investing 
institutions. In his letter to the sav- 
ings banks he told them that “any 
institution that adopts the single debit 
system of bookkeeping will find this 
the way to obtain the maximum yield 
from its mortgage portfolio.” ) 


>> IDEA CORNER: Oklahoma 
Mortgage Company, Inc., Oklahoma 
City, used an ingenious idea while 
Regulation X was in effect; but now 
with X gone it doesn’t have the ap- 
peal it had. The idea is still there 
and maybe some adaptation of it in 
some other way at some other time 
may be used. The company prepared 
in card form a “Certificate of Prelim- 
inary Loan Appraisal,” which said: 
“This beautiful home has been in- 
spected by Oklahoma Mortgage Com- 
pany, Inc. and tentatively approved 
for a mortgage loan to the extent of 
iscesee if permissible under current 
Credit Controls as determined by 
Regulation X requiring down-pay- 
ments based upon transaction prices, 
for a term of up to....years, at an 
interest rate of....per annum. Loan 
application will be speedily processed 
by our experienced personnel and ap- 
proval given to satisfactory applicants. 
Closing costs are moderate.” 


These certificate cards were placed 
in new homes which builders had for 
sale. Reproductions of the “Prelimi- 
nary Loan Appraisals” appeared in a 
small folder given to salesmen. The 
company found that the idea brought 
in some business. 


Let Your 
Money 
Finance 
Successful 


Builders 
Like This— 2, 


JAMES WILMOT 
Wilmorite, Inc. 
Rochester 11, N. Y. 

















“Our volume on National homes 
this year will reach 350 units. Since 
we switched to Nationals in 1950, 
we have built and sold a total of 
over 710 units. Our ever-growing 
success with National Homes is 
based on the smarter styling, the 
better quality, and the far greater 








public acceptance.” at 





National Home dealers have built over 43,000 National 
homes. That’s an investment of nearly half-a-billion 
dollars financed for satisfied home owners. Such 
popularity and demand contribute to the value of 


HOMES all new National home mortgages. 


Inquiries regarding local and regional investment 
opportunities are invited from forward-looking financial 
ae 8 ; oT institutions. A copy of the latest National Homes catalog 
will be sent on request. 


NATIONAL HOMES CORPORATION 





NATION’S LARGEST PRODUCERS OF QUALITY HOMES AT THRIFT PRICES 








TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 
tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Mississippi 
Arkansas Missouri 
Colorado Montana 
Delaware Nebraska 
Florida Tennessee 
Georgia Texas 
Indiana Utah 
Kansas Wisconsin 
Louisiana Wyoming 
and in the 
Territory of Alaska 


MARYLAND—KANSAS CITY TITLE INSURANCE CO., INC., OF MARY- 
LAND (a Maryland Corporation), 21 South Calvert St., Baltimore, Mary- 
land, a wholly owned subsidiary of our Compary, issues policies covering 
properties in Maryland, and all of such policies of said Maryland corpora- 
tion are wholly reinsured by our Company by endorsement upon each 


policy. 





Issuing Agents in most principal cities—Escrow Services 


Furnished by our Home Office and by all Issuing Agents. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,700,000.00 
Title Bldg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 





